86TH CONGRESS t HOUSE OF REPRESENTATIVES REPORT 
1st Session No. 689 





INCREASED AUTHORIZATION FOR THE 1960 AND 1961 
SCHOOL MILK PROGRAM 


JuLy 21, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cooter, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany S. 1289] 


The Committee on Agriculture, to whom was referred the bill 
(S. 1289) to increase and extend the special milk program for children, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill do pass. 

The amendments are as follows: 

Page 1, lines 6 and 7, strike out “each of the two fiscal years there- 
after, not to exceed $80,000,000,” and insert in lieu thereof ‘“‘the 
fiscal year beginning July 1, 1959, not to exceed $81,000,000, and for 
the fiscal year beginning July 1, 1960, not to exceed $84,000,000,”’. 


PURPOSE 


The purpose of this bill is to increase by $6 million in fiscal 1960 
and by $9 million in fiscal 1961 the maximum amount of money 
which may be used by the Secretary of Agriculture for the special 
school milk program authorized by section 201(c) of the Agricultural 
Act of 1949, and Public Law 85-478. As originally enacted, Public 
Law 85-478 authorized $75 million for each of the fiscal years 1959, 
1960, and 1961. Earlier in this session the committee found that 
increased enrollment of schoolchildren required an additional $3 
million in order to continue the program at its present level for the 
balance of the fiscal year ending June 30, 1959. Accordingly, the 
Congress provided this additional $3 million for fiscal 1959 in Public 
Law 86-10. However, additional increases for fiscal 1960 and 1961 
were left for further study. 

This bill is the result of further study by the committee and in 
recognition of the continued increase of school enrollment, it provides 
the necessary funds for the next 2 fiscal years to continue this highly 
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successful program. The Secretary will use the additional funds 
authorized by the bill only to the extent necessary to continue the 
program at its present level. 


HISTORY OF THE PROGRAM 


The special milk program was first authorized in the revised dairy 
price support provisions of the Agricultural Act of 1954 which was 
enacted into law in August of that year. The details of the program 
were announced by the Department in early September, as schools 
were about to open for the fall term. Despite the short time avail- 
able to State educational agencies and individual schools to lay plans 
for a new or enlarged milk service, over 41,000 schools entered the 
program that first year. Almost 450 million half pints were distrib- 
uted under the program and expenditures totaled $17.1 million. 

The original program was limited to schools, and a consultation 
with both dairy and school officials, major modifications were made 
in the program for its second year of operation. These modifications 
were undertaken, first, to permit a more effective use of CCC funds 
in reducing prices to children and, second, to provide for additional 
simplifications in records and reports at the school level. 

The modified program was immediately successful and the volume 
of milk moving under the program increased more than threefold in 
the second year—to almost 1.4 billion half pints. The number of 
schools increased from 41,000 to 62,000 and the expenditure of CCC 
funds rose from $17.1 million to almost $46 million in fiscal year 1956. 

The program provisions for schools—where milk is sold as a sep- 
arately priced item—has continued unchanged since the second year 
of operation. Within the maximum rates established by the Depart- 
ment, these schools are reimbursed for reducing the selling price to 
children below the cost of the milk and for the expenses they incur 
in distributing the milk (such as the purchase of milk service equip- 
ment, labor, straws, etc.). From the outset the maximum rate of 
reimbursement has been 4 cents per half pint for schools participating 
in the national school lunch program, but they do not receive any 
payment for the half pint of milk that is served as part of a type A 
lunch. Schools not participating in the national school lunch pro- 
gram can receive up to 3 cents per half pint for the milk served to 
children. 

The legislation passed in 1956, which continued the program 
through June 30, 1958, also extended it to nonprofit summer camps, 
settlement houses, and other child-care institutions. About 3,000 
camps participated in the program last summer and reimbursements 
totaled about $650,000. Although camp and institutional operations 
are small in relation to the school program, the program has made it 
possible for these groups to provide a much more adequate milk 
service for children. 

The special milk program at present is operating in over 78,000 
schools and in 1,500 child-care institutions. With the addition of 
summer camps, the number of outlets exceeds 80,000. According to 
the latest USDA figures, milk consumption was close to 2.2 billion 
half pints in fiscal 1959, or about 2 percent of the annual fluid-milk 
consumption by our nonfarm population. 
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The following table shows the growth of the program from its 
inception through fiscal year 1958. 


Special milk program—Participation, milk consumption, and expenditures, 
fiscal years 1955-59 


Number Milk con- Expendi- Increase in 
Fiscal year of outlets sumption tures expenditures 
partici- (million (million over pre- 
pating half pints) dollars) vious year 
Percent 
Pi cdbekttakdetbktinduttbaiuntasansbathnenitts 41, 094 449.8 BUD Rrckebincenttomae 
ish cctnnedexmmesbinsseugnaeutehnaeedhd 62, 266 1, 394. 2 45.9 168. 4 
EE  cnitisnnneconutcinmaatiesiomiitags ebiedieaaininniighsiadaea 71, 239 1, 752.7 60.5 31.8 
Wich bnhiidathernddbdndicnbiboudcdentbadeabenilaidawes 76, 478 1, 918. 2 66.3 9.6 
Ee SIND 8 ineiececincnsnenciemiaanamanas 2 80, 000 2, 175.0 75.0 13.0 


oan addition to schools, program was extended by Congress to summer camps and other child-care 
titutions 
3 Does not include summer camps. Summer camps in summer of 1957, 2,220; summer of 1958, 3,026. 


HEARINGS 


The committee had before it 13 bills (in addition to this bill) 
authorizing an increase in the funds available for the special milk 
program. Most of these bills would have increased the available 
amount for fiscal 1960 by $10 million and for fiscal 1961 by $15 
million. Bills considered by the committee were— 

H.R. 1938, H.R. 3197, and H.R. 5433, by Mr. Quie. 
H.R. 5248, by Mr. Johnson of Wisconsin. 

H.R. 5408, by Mr. Kastenmeier. 

H.R. 5413 and H.R. 5932, by Mr. Laird. 

H.R. 5414, by Mr. Langen. 

H.R. 5430, by Mr. Nelsen. 

H.R. 5487, by Mr. Andersen of Minnesota. 

H.R. 5600, by Mr. McGovern. 

H.R. 5604, by Mr. Meyer. 

H.R. 5613, by Mr. Brown of Missouri. 

Hearings were held by the Dairy and Poultry Subcommittee on 
May 20, 1959. All Members of Congress, general farm organizations, 
commodity organizations, and other witnesses who participated in the 
hearing favored an expansion of the special milk program. 


COMMITTEE AMENDMENT 


The committee has reported the bill S. 1289, which would have 
increased the available funds for fiscal 1960 and 1961 by $5 million 
in each fiscal year. The committee amendment increases the avail- 
able funds by $6 million for fiscal 1960 and by $9 million for fiscal 1961. 

The committee felt that the increase was justified in view of the 
projected increase of school enrollment. The official projection of 
the Department of Health, Education, and Welfare through 1960-61 
is as follows: 


Million 
ini tines <nrineinn die nd whim wns erences weenie meincremmaae 40. 7 
I ea ss asa an sack ah tah San Stn em mai RST eae 42.2 
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DEPARTMENTAL POSITION 


The Department of Agriculture witnesses reiterated the position 
of the Department presented to the committee on March 17, 1959. 
The Department did not favor an increase in authorization for fiscal 
1959 nor does it now favor an increase for fiscal 1960 and 1961. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 


Pusuic Law 85-478, as AMENDED 


AN ACT To continue the special milk program for children in the 
interest of improved nutrition by fostering the consumption of fluid 
milk in the schools 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That for 
the fiseal year beginning July 1, 1958, not to exceed $78,000.- 
000, and for each of the two fiscal vears thereafter, not to 
exceed [$75,000,000] $80,000,000, of the funds of the Com- 
modity Credit Corporation shall be used to increase the con- 
sumption of fluid milk by children (1) in nonprofit schools of 
high school grade and under; and (2) in nonprofit nursery 
schools, child-care centers, settlement houses, summer camps, 
and similer nonprofit institutions devoted to the care and 
training of children. 


Amounts expended hereunder and under the authority contained 
in the last sentence of section 201(c) of the Agricultural Act of 1949, 
as amended, shall not be considered as amounts expended for the 
purpose of carrying out the price-support program. 


O 








86TH Concress 1 HOUSE OF REPRESENTATIVES Rerort 
Ist Session No. 690 


DISPOSITION OF SUNDRY PAPERS 





Juny 21, 1959.—Ordered to be printed 


Mr. Tuompson of New Jersey, from the Joint Committee on Disposi- 
tion of Executive Papers, submitted the following 


REPORT 


(Pursuant to act approved July 7, 1943 (57 Stat. 380)| 


The joint select committee of the Senate and House of Repre- 
sentatives, appointed on the part of the Senate and House of Repre- 
sentatives and acting in compliance with the provisions of the act 
approved July 7, 1943 (57 Stat. 380), as amended by the act approved 
July 6, 1945 (59 Stat. 434) and the act approved June 30, 1949 (63 
Stat. 377), respectfully reports to the Senate and House of Represent- 
atives that it has received and examined the report of the Archivist 
of the United States No. 60-1, dated July 14, 1959, to the 86th Con- 
gress, Ist session, submitting the following lists or schedules covering 
records proposed for disposal by the Government agencies indicated : 














Job No Agency by which submitted | Job No Agency by which submitted 
II-N NA-2915...} Rairoad Retirement Board ILl-NLR-206.. Genera! Serv. ces Administration. 
II-N N A-2964 |} General Services Administration |} ILI-NIR-307.- Do 
IT-N N A-2992. . .} Do i} ILI-NIR-3809..--] Do 
II-N NA-3052_..| Department of State }| ITI-NIR-310..- Do 
II- NN A-3053___} tment of the Treasury ILI- NIR-311 Do 
II-NNA-3054.. | rtment of the Air Force LII-NIR-317 Do 
II-NNA-~3055. ._} ice of Civiland Defense Mot IlI-N N R-272... Do 

lization {II-NNR-273_..| Do 
ITI-NIR-304_- General Serv ces Administration III-NRD-216 


Do 


Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the aforementioned act, as amended. 
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Respectfully submitted to the Senate and House of Representatives; 
FRANK THOMPSON, Jr., 
Wiiarp S. Currin, 
Members on the Part of the House. 
Ourn D. Jounston, 
FRANK CARLSON, 
Members on the Part of the Senate. 


O 
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PEANUTS FOR BOILING 





Juty 21, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Coo.try, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H.R. 4938] 


The Committee on Agriculture, to whom was referred the bill 
(H.R. 4938) to amend the Agricultural Adjustment Act of 1938 to 
make permanent the definition of ‘peanuts’ which is now in effect 
on a temporary basis, having considered the same, report favorably 
thereon with amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 1, line 7, strike the word “repealed” and insert ‘‘amended by 
striking the word ‘and’ and inserting after the figure ‘1959’ the words 
‘. 1960 and 1961’ ” 

Amend the title to read as follows: 


A bill to amend the Agricultural Adjustment Act of 1938 
to extend for two years the definition of “peanuts” which is 
now in effect. 

PURPOSE 


The purpose of the bill is to provide a 2-year extension of the 
definition of ‘‘peanuts” which is now contained in section 359(c) of the 
Agricultural Adjustment Act of 1938, as amended. Under this 
definition, any peanuts which are marketed, before drying or removal 
of moisture (either by natural or by artificial means), for consumption 
exclusively as boiled peanuts are excluded from the provisions of 
acreage allotments and marketing quotas. The present law will 
expire after the 1959 crop of peanuts. This bill will extend the 
definition through the 1960 and 1961 crops. 


NEED FOR THE BILL 


Section 359(c) was originally enacted by Public Law 85-127. The 
reason for excluding boiled peanuts from acreage allotments and 
marketing quotas was (and is) that in some parts of the United States 
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immature peanuts are boiled and eaten as a green vegetable, similar 
to spinach or other fresh garden produce. ‘These peanuts never enter 
the market in competition with salted peanuts or other forms of the 
product. This bill is a continuing recognition of the fact that peanuts 
for boiling are an entirely different commodity from other peanuts and 
should not be included in the programs designed to regulate the pro- 
duction of peanuts for conventional use. 

Five States (Alabama, Florida, Georgia, South Carolina, and 
Mississippi) are the principal producers of boiled peanuts. As indi- 
cated by the following table, the total exempted acreage in 1958 was 
2,662 acres, up from 1,668 acres in 1957. 


Number oj farms and the acreage ‘hereon from which peanuts were harvested as green 
peanuts (summary of data requested by notice OP-85) 


























1957 1958 
State — | j 
Number | Acres Number | Acres 
farms farms 

NN a bee ea | 65 115.2 | 114 270. 8 
DNs inti ecintieitinadignbininembimeeinedtal ( U U | ) 
a ee 0 0 0 | 0 
I ities tists alin en ancneetientiitinanmians 6 36. 7 4 24.9 
PIII. cusensstenmemeeentimencndaaeiuashine 291 823. 9 28 | L19L.0 
iach lana hiner een Racaatielignaceieadiblioiibtiden 12/ 234.1 22 07. 5 
hi ccs ete pen ehaabnehieKiCee 7.7 J 10. 0 
iia tinea ict Gniantihinm eink inet 237 115.0 225 | 112. 0 
PONIES 2~ oarkdcebaumeee uiebbdbeccudbidssddaada 0 v v ) 
ee SR er a ee uv] 0 0 
PE I ctorctimeuedhiaunencncntedkohacesy 40 | 73. 4 48 | 80. 9 
Oklahoma Vadbboclthecklhbseckuccodpbobsbtpe 0 | 0 | ) 
I a a co ead ioctl’ 630 | at 951 | 565, 7 
ENE. Zid ada dddagebdecsdbdbdbcvcatcdocbtans | 0 | U 0} Q 
ae ee UR | 0 0 v | 0 
Wiaiehs es aT Pee eee aks) bee ts 0} Oo | 0 | 0 

i | 1, 285 1, 667. 8 1, 861 2, 662. 0 

| 


COMMITTEE AMENDMENT 


The bill as introduced would have made the definition of “boiled 
peanuts” permanent. ‘The committee amended the bill to provide 
a 2-year extension of the definition. 


HEARINGS 


Hearings on this bill and a similar bill, H.R 6603 by Mr. Cramer, 
were held by the Peanuts and Oilseeds Subcommittee. ‘The Associa- 
tion of Virginia Peanut & Hog Growers and the North Carolina Peanut 
Growers Association expressed their support of the bill. ‘The Virginia- 
Carolina Peanut Association filed a statement in opposition to the bill 


DEPARTMENTAL POSITION 


The following report trom the Department of Agriculture indicates 
approval of the proposed legislation with a recommendation that the 
bill be enacted with amendment. The committee has adopted that 
amendment. The Department’s report is as follows: 
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DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, May 8, 1959. 
Hon. Harotp D. Cootry, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConeressMAN Cootey: ‘Lhis is in reply to your request of 
March 4, 1959, for a report on H.R. 4938, a bill to amend the Agri- 
cultural Adjustment Act of 1938. as amended, to make permanent the 
definition of ‘“‘peanuts” which is now in effect on a temporary basis. 

This Department recommends that the bill be passed with an 
amendment suggested below. 

The bill provides for an indefinite extension of the definition on: 
“neanuts” vhich is now contained in section 359(c) of the Agricultural 
Adjustment Act of 1938. as amended. ‘This definition excludes from 
the provisions of acreage allotments and marketing quotas any pea- 
nuts which are marketed, before drying or removal “of moisture either 
by natural or artificial means, for consumption exclusively as boiled 
peanuts. 

The acreage planted to peanuts, and utilized before drying or re- 
moval of moisture for consumption as boiled peanuts, is found pri- 
marily in Alabama, Florida, Georgia, and South Carolina. A survey 
shows that the acreage utilized for production of peanuts, for consump- 
tion exclusively as boiled peanuts, increased from 1,668 acres in 1957 to 
2,662 acres in 1958. Legislation authorizing this use of peanuts was 
enacted August 13, 1957; therefore, the effects of the legislation upon 
acreage was not evident until 1958. In view of possible further in- 
crease in the production of peanuts, for consumption as boiled peanuts, 
we recommend that the definition of “peanuts” as contained in the 
present law be continued for the 1960 and 1961 crops. 

The enactment of this bill would not result in a need for additional 
appropriations. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morss, Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 


» 


Pustic Law 85-127 


AN ACT To amend the peanut market ng quota provisions ot the Agricultura 
Adjustment Act of 1938. as amended, and for other purpo:es 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 359(c) of the 
Agricultural Adjustment Act of 1938, as amended (7 U.S.C. 1359(e)). 
be amended to read as follows 
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“(c) The word ‘peanuts’ for the purposes of this Act shall mean all 
peanuts produced, excluding any peanuts which it is established by 
the producer or otherwise, in accordance with regulations of the 
Secretary, were not picked or threshed either before or after marketing 
from the farm, or were marketed by the producer before drying or 
removal of moisture from such peanuts either by natural or artificial 
means for consumption exclusively as boiled peanuts.”’ 

[This amendment shall be effective for the 1957, 1958, and 1959 
crops of peanuts.] O 
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STATE PARTICIPATION IN EMERGENCY FEED, SEED, 
AND ROUGHAGE PROGRAMS 


Jury 21, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Coorey, from the Committee on Agriculture, submitted the 
following 


REPORT 


|To accompany H.R. 6861) 


The Committee on Agriculture, to whom was referred the bill 
(H.R. 6861) to provide for a specific contribution by State govern- 
ments to the cost of feed or seed furnished to farmers, ranchers, or 
stockmen in disaster areas, and for other purposes, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

Page 2, line 3, strike out “such percentage, not less than” and “nor 
more” and insert after the figure “25” the words ‘“‘per centum” 

Pave 2, line 4, strike out all of line 4 

Page 2, line 5, strike out “‘to be equitable’. 

Page 2, line 11, strike out ‘‘sudden and’’, 


STATEMENT 


The purpose of this bill is to provide the necessary authority to 
increase State participation in the cost and administration of Federal 
emergency feed, seed, and roughage programs. This legislation pro- 
vides for the administration of government at the local level. The 
bill applies only to the emergency feed, seed, and roughage programs 
in disaster areas and the Department will continue to provide other 
assistance including emergency credit through the Farmers Home 
Administration, emergency agricultural conservation payments, and 
the distribution of surplus food to needy families. 

Since many States do not at present have the statutory authority 
to particinate in the emergency programs contemplated by this legis- 
lution, a 3-year delay in the effective date is provided in order to give 
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the State legislatures ample time to enact appropriate legislation and 
to allow the State governments to prepare for their responsibilities 
in this field. 

The bill also provides that in the case of extreme emergency, such 
as created by drought, hurricane, or flood, the Department will be 
able to ship to central distribution points within the disaster area 
Government-owned feed grains which will be distributed to farmers 
and ranchers by the State. In such extreme emergency the Depart- 
ment may make the feed grain available tor a temporary period at no 
cost to the recipients. 

BACKGROUND 


The emergency feed programs were initiated in 1953 as part of the 
efforts to deal with a very critical drought situation. Some areas in 
the Southern Great Plains at that time were entering their fourth 
vear of serious drought conditions. ‘There was a growing shortage of 
feed and water for livestock and many farm and ranch families were 
in dire need of help to maintain their foundation herds of livestock. 
During the ensuing years in areas where extreme drought and other 
major ‘natural disaster conditions have existed, the primary obje ctive 
of these programs has been to give needed and justified assistance 
promptly to distressed farmers and ranchers. 

These programs have been administered through local agricultural 
stabilization and conservation committees. They have provided 
immeasurable aid to hundreds of thousands of farm and ranch families 
in maintaining their foundation livestock. 

The total aid extended under the emergency feed and roughage 
programs from 1953 through 1958 was $256,585,850. Precautions 
have been taken through regulations, instructions, supervision, audit- 
ing and frequent consultation with program administrators to avoid 
abuses. However, claims have been made against feed dealers, farm- 
ers and ranchers for indicated abuses amounting to approximately 
$4,500,000. 

There are three basic laws governing the emergency feed programs: 
Public Law 875, 8ist Congress; Public Law 38, 8ist Congress, as 
amended; and section 301 of Public Law 480, 83d Congress. 

Public Law 875 provides the President and executive agencies with 
general authority to deal with major disaster conditions. This law is 
involved in the emergency feed programs in that these programs may 
be authorized only in areas declared by the President to constitute 
major disaster areas under Public Law 875. 

President Truman proclaimed the following basic principles regard- 
ing State and Federal responsibility in an Executive order for carrying 
out the provisions of Public Law 875: 


Federal disaster relief provided under the Act shall be deemed 
to be supplementary to relief afforded by State, local, or pri- 
vate agencies and not in substitution therefor; Federal finan- 
cial contributions for disaster relief shall be conditioned upon 
reasonable State and local expenditures for such relief; limited 
responsibilities of the Federal Government for disaster relief 
shall be made clear to State and loca! agencies concerned; and 
the States shall be encouraged to provide funds which wiil be 
available for disaster relief purposes. 








wi 
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The authority of the Department of Agriculture to provide 
assistance through emergency feed programs is contained in Public 
Law 38 and section 301 of Public Law 480, but they may be put into 
effect only in areas designated under Public Law 875. 

Publie Law 38 as amended by Public Law 115 of the 83d Congress 
is the authority which the Secretary of Agriculture has used to provide 
hay and other roughage in major disaster areas declared by the 
President under Public Law 875. These programs involve the use of 
Federal funds appropriated for such purposes. 

Section 301 of Public Law 480 is the authority which the Secretary 
of Agriculture uses to institute emergency feed grain programs in 
major disaster areas designated by the President under Public Law 
875. Under the terms of this law the Secretary utilizes surplus feed 
grains owned by or under the control of the Commodity Credit Cor- 
poration in the emergency feed grain programs. 

At the Governors’ Conference in May 1958 there was approved a 
joint Federal-State Action Committee recommendation that a schedule 
be established of minimum amounts of State and local funds to be 
spent for natural disasters before Federal aid under Public Law 875 
would be forthcoming. Such minimum amount schedules have been 
established by the Office of Civil and Defense Mobilization. 

The principle of this legislation is not new. ‘The Congress has on 
many occasions made provision for State governments to share in the 
costs of certain programs for the benefit of their citizens. Following 
are some programs and activities conducted by the Department of 
Agriculture which involve contributions by the States: 

1. Payments to State departments of agriculture, bureaus of 
markets, and similar State agencies under section 204(b) of the Agri- 
cultural Marketing Act of 1946 for marketing service activities. 

2. National school lunch program: Contributions by State and 
local interests of $3.50 to each $1 of Federal funds are required by the 
School Lunch Act of 1946. Payments for meals by children are 
included in the contributions by the State or local interests. 

3. Payments to State experiment stations: The Hatch Act, as 
amended, provides that any amount allotted to any State in excess 
of $90,000 shall be matched by the State out of its own funds for 
research. Payments are also made to States on a matching basis for 
marketing research under the Agricultural Marketing Act of 1946. 

4. Payments to State extension services: The Smith-Lever Act, as 
amended, provides that the major portion of the funds appropriated 
for grants for the cooperative extension program be matched by the 
States. Marketing educational work is also conducted under the 
Agricultural Marketing Act of 1946 on a matching basis. 

5. State and private forestry activities: The U.S. Forest Service 
makes payments to State forestry agencies for forest fire protection, 
reforestation, and good management of woodlands which must be 
matched by the cooperating States. 


HEARINGS 


Hearings were held on H.R. 6861 on June 16, 1959. The Depart- 
ment of Agriculture witnesses testified in favor of the legislation. 
The only other testimony received was from the National Farmers 
Union which opposed the bill. 
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COMMITTEE AMENDMENTS 


The committee adopted two substantive amendments to the bill. 
As introduced the bill would have granted the Secretary discretion to 
establish the amount of State participation at somewhere between 25 
and 50 percent. The committee has amended the bill to require a 
flat 25 percent contribution by States. 

The bill as introduced would have permitted the donation of feed 
for a temporary period without State participation for livestock de- 
prived of their normal feed sources by ‘‘sudden”’ emergency conditions. 
The committee has deleted the word “sudden” from the bill in order 
to fully clarify its intent that this provision shall apply to droughts 
which do not occur in such an abrupt and sudden manner as do some 
other calamities such as floods and hurricanes. 


DEPARTMENTAL POSITION 


The Department of Agriculture favors the enactment of H.R. 6861 
as indicated in its report on the bill. The report is as follows: 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., June 10, 1959. 
Hon. Harotp D. Cootey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConcGressMAN Cootey: This is in reply to your request of 
May 26, 1959, for a report on H.R. 6861, a bill to provide for a specific 
contribution by State governments to the cost of feed or seed furnished 
to farmers, ranchers, or stockmen in disaster areas, and for other 
purposes. 

The Department of Agriculture recommends that the bill be passed. 

The bill provides that no feed for livestock or seed for planting shall 
be furnished to farmers, ranchers, or stockmen under existing disaster 
relief legislation unless, in addition to administrative costs that may 
be assumed by the State, the State agrees to contribute not less than 
25 percent or more than 50 percent, as the Secretary of Agriculture 
shall determine to be cauitabin. of the cost of such feed or seed which 
is not paid by the recipient thereof. 

On the basis of its experience with the administration of drought 
relief programs, this Department feels strongly that participation by 
the States in the cost of drought relief is necessary if sound manage- 
ment of the assistance program is to be obtained. 

The House Committee on Appropriations, in its report on the 
urgent deficiency appropriation bill, 1957 (Rept. No. 24, 85th Cong.), 
stated: 

“At the time this emergency program was adopted by Congress, it 
was intended that the States would participate substantially in a 
financial way. It appears, however, that amounts advanced by 
States to date have been very small—hardly enough to cover the 
cost of handling their contributions. The committee feels that steps 
should be taken to correct this situation. Accordingly, it recom- 
mends that, as soon as present contracts have been honored, the 
Secretary require that the Governor or appropriate authority im 
ach State participating in the program should commit the State to 
assume at least 25 percent of the cost.” 
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We believe State participation in the operation and management 
of a feed assistance program at the State and local level would result 
in more economical operation, better use of funds, and more equitable 
distribution of assistance. 

This bill provides an effective date for the States’ participation in 
the cost of emergency programs 3 years after enactment. It also 
provides that the Secretary be authorized to furnish feed temporarily, 
without State participation in its cost, for livestock deprived of their 
normal feed sources by sudden and extreme emergency conditions. 

Many of the States now do not have necessary statutory authority 
to participate in emergency programs as contemplated by this bill. 
In some instances constitutional amendments will be necessary. The 
recommended 3-year delay in effective date is to allow the States 
ample time to enact enabling legislation and otherwise to prepare to 
assume their responsibilities under this bill. 

From time to time sudden, severe emergency conditions occur, such 
as those caused by hurricane or disastrous floods, which result in 
livestock becoming comingled and isolated from normal sources of 
feed. This Department has a special feed program for such an 
emergency. Government-owned feed grains are shipped to central 
distribution points within the disaster area where the State at its own 
expense distributes feed to care for distressed livestock. In these 
circumstances the Department makes the feed grain available for a 
temporary period at no cost to the recipients. 

The Bureau of the Budget advises that the enactment of this pro- 
posed legislation would be in accord with the program of the President. 


Sincerely yours, 
E. T. Benson. 


O 
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Juy 21, 1959.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Spence, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany H.R. 8160) 


The Committee on Banking and Currency, to whom was referred 
the bill (H.R. 8160) to amend the lending and borrowing limitations 
applicable to national banks, to authorize the appointment of an 
additional Deputy Comptroller of the Currency, and for other pur- 
poses, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF BILL 


H.R. 8160 makes four basic changes in the laws relating to national 
banks. The first section relates to the Office of the Comptroller of 
the Currency, which supervises national banks. It provides for an 
additional Deputy Comptroller and increases the surety bonds for 
the Comptroller and the Deputy Comptrollers. Section 2 increases 
the limit on borrowing by national banks, from 100 percent of capital 
to 100 percent of capital plus 50 percent of surplus. Section 3 relates 
to the oi on loans by national banks to one borrower. Generally, 
this limit is now 10 percent of the bank’s capital and surplus, but 
there are several exceptions. The bill makes further revisions in this 
limit, for loans secured by refrigerated or frozen foods, discounts by 
dealers in dairy cattle, loans secured by U.S. Government obligations, 
and discounts of consumer installment paper by dealers. Section 4 
liberalizes some of the restrictions on real estate loans by national 
banks. The bill would allow national banks to make real estate loans 
up to 20 years, covering up to 75 percent of the appraised value of the 
real estate, if the loans are fully amortized. It would also permit 
loans on leaseholds that run at least 10 years beyond the loan maturity. 
Finally, it would relax certain existing restrictions on construction 
loans, exempt from the usual restrictions on real estate loans any 
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loan fully guaranteed by a State or State authority, and allow a bank 
to take a mortgage as additional security on certain business loans 
without thereby becoming subject to the real estate loan restrictions. 
The bill would have no impact on the Federal budget, inasmuch as the 
expenses incurred by the Comptroller of the Currency in supervising 
national banks are obtained by assessment against the banks super- 
vised, 
HISTORY OF LEGISLATION 


H.R. 8160 supersedes H.R. 6092, introduced by Hon. Paul Brown. 
Subcommittee No. 2 of the Banking and Currency Committee (Hon. 
Paul Brown, chairman) held hearings on the legislation on May 26 
and 27, 1959. The subcommittee agreed to several amendments to 
H.R. 6092, which were incorporated in a clean bill, H.R. 8160, which 
was also introduced by Mr. Brown, and is herewith reported without 
amendment by the full committee. 


ADDITIONAL DEPUTY COMPTROLLER 


The first section of the bill authorizes the Secretary of the Treasury 
to appoint one more Deputy Comptroller in addition to the three now 
serving. Of the present three Deputies one was authorized in the 
original National Bank Act enacted in 1863. An Assistant Deputy 
Comptroller was authorized by the Appropriation Act of March 4, 
1909. The third Deputy Comptroller was authorized by the Agri- 
cultural Credits Act of 1923. ‘There have been no additional Deputy 
Comptrollers authorized since 1923. 

The volume of work in the Comptroller’s Office has been increasing 
for many years with the growth in national bank assets. On Sep- 
tember 14, 1923, the year in which the number of authorized Deputy 
Comptrollers was last increased, the total assets of national banks 
were less than $22 billion dollars. As of December 31, 1958, total 
assets of national banks had grown to an amount in excess of $128 
billion. 

SURETY BONDS 


The first section of the bill would also raise the surety bond required 
for the Comptroller of the Currency from $100,000 to $250,000, and 
the surety bond for each Deputy Comptroller from $50,000 to $100,000. 
To avoid any possible misunderstanding, it should be emphasized 
that this action should not be taken as a reflection on any of the 
individuals now occupying these offices. At the same time, your 
committee felt that the time has come to provide for more realistic 
amounts in these bonds. The $100,000 bond for the Comptroiler 
was fixed originally in 1863, and the $50,000 amount for Deputy 
Comptrollers was established first in 1909. Obviously, these amounts 
are outmoded. 

INCREASE IN BORROWING POWERS 


Section 5202 of the Revised Statutes (12 U.S.C. 82) provides that 
a national bank may not be indebted in an amount exceeding the 
amount of its capital stock paid in and undiminished, with certain 
exceptions not here pertinent. H.R. 8160 would increase this limit 
by an amount equal to 50 percent of the unimpaired surplus fund. 
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In other words, under H.R. 8160 a national bank could borrow up 
to 100 percent of its capital plus 50 percent of its surplus. 

This enlargement of the borrowing power of national banks would 
leave such banks subject to stricter limits than apply in many States, 
where State banks may borrow up to the amount of their capital and 
surplus, and in some instances greater amounts with the approval of 
the State bank supervisory authority. 

This borrowing authority is used by banks in times of heavy loan 
demand to acquire temporarily needed funds from their correspondent 
banks. The increase in borrowing authority will permit banks, par- 
ticularly smaller banks subject to heavy seasonal demands, to meet 
more adequately the financial needs of their communities, and without 
unduly increasing the risk involved. 


EXCEPTIONS TO LENDING LIMITATIONS ON NATIONAL BANKS 


Section 5200 of the Revised Statutes, as amended (12 U.S.C. 84), 
provides that the total obligations to any national banking association 
of any borrower shall not exceed 10 percent of the paid-in and unim- 
paired capital of the bank and 10 percent of its unimpaired surplus 
fund. This establishes the basic lending limit of a national bank at 
10 percent of its capital and surplus. There are 12 exceptions to this 
section permitting the national banks to make larger loans upon 
specified types of securities. Section 3 of H.R. 8160 amends three of 
these exceptions and also would add a 13th exception. 


1. Frozen or refrigerated foods 

The first exception amended by H.R. 8160 is exception 6, which 
provides generally that obligations secured by readily marketable 
nonperishable staples shall be subject to a limitation of 25 percent of 
capital and surplus (rather than 10 percent) when the market value of 
the staples securing the obligation is at least 15 percent higher than 
the amount by which the loan exceeds the normal 10 percent limit. 
Additional amounts may be loaned agaiast increasing market values 
up to a maximum of 50 percent of capital and surplus. 

Section 3(a) of H.R. 8160 would permit national banks to lend up to 
25 percent of capital and surplus to a single borrower, where the loan is 
secured by refrigerated or frozen readily marketable staples with a 
market value at least 15 percent higher than the amount of the loan 
in excess of the normal 10 percent limit, when such eples are fully 
coverad by insurance. 

Since exceptica 6 was last amended in 1927 great improvements 
have been made in methods of processing, freezing, and storing foods 
which must be kept under refrigeration pending sale to consumers. 
Refrigeration and the quick-freezing method of preservation of 
perishable staples have advanced to a point where the risks involved 
are not materially greater than for nonperishable staples. Loans 
secured by refrigerated or frozen foods can safely be made by national 
banks to the extent permitted in the proposed legislation. 

The Comptroller of the Currency testified before the committee 
that some refrigerated items have been previously regarded as coming 
within the present exception 6. The sentence which would be added 
to this exception refers specifically to refrigerated as well as frozen 
staples, and it is the intention of the committee that all refrigerated 
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or frozen staples be subject solely to the limitations contained in the 
addition to the exception which would be made by this bill. 


2. Dairy cattle 

Section 3(b) of H.R. 8160 would amend exception 7, which provides 
that obligations secured by shipping documents or instruments 
transferring or securing title covering livestock shall be subject to a 
25 percent limit. Like the exception for staples, this applies only 
if the livestock have a market value at least 15 percent above the 
amount of the loan over the normal 10 percent limit. 

The amendment would permit dealers in dairy cattle to discount 
obligations received by shes from purchasers of dairy cattle in 
amounts up to 25 percent of a bank’s capital and surplus when the 
obligations are secured by the dairy cattle being sold, subject to the 
same condition as to the market value of the cattle. 

Exception 7 does not now cover dairy cattle. Obligations received 
by dealers in dairy cattle are usually not in such form that they 
qualify under any of the other exceptions. It is believed, however, 
that the risks involved in making loans secured as required in the bill 
would not be substantially greater than the risks involved in the 
financing of livestock under the present exception, and, accordingly 
national banks should be permitted to make such loans. 


8. U.S. obligations 

Section 3(c) would amend exception 8, which provides that obliga- 
tions “in the form of notes’’ secured by obligations of the United 
States or obligations fully guaranteed as to principal and interest by 
the United States, shall be subject to a limitation of 15 percent of 
capital and surplus in addition to the 10-percent limit except to the 
extent permitted by rules and regulations prescribed by the Comp- 
troller of the Currency with the approval of the Secretary of the 
Treasury. 

The bill would eliminate the requirement that obligations in order 
to qualify under this exception must be in the form of notes. 

There are in current use many forms of obligations other than notes. 
Many borrowing and lending transactions involving Government 
obligations today take the form of a purchase or sale under repurchase 
agreement. Existing rulings of the Genabticlive of the Currency state 
that such transactions when engaged in by national banks must be 
treated as borrowing and lending transactions subject to the limita- 
tions of section 5200 of the Revised Statutes. 

There appears to be no good reason why obligations which take the 
form of repurchase agreements or some other form other than that of 
notes should be subject to the basic lending limitations but not come 
within the scope of the exception. It is the nature of the security 
which should control rather than the form of the obligation. Accord- 
ingly, the limitation that obligations secured as prescribed must be in 
the form of notes should be eliminated. 


4. Consumer paper 

Section 3(d) would add an entirely new exception, No. 13, to section 
5200 of the Revised Statutes. This exception deals exclusively with 
installment consumer paper and would apply to all such paper whether 
negotiable or nonnegotiable. The new exception would provide for a 
limitation of 15 percent of capital and surplus in addition to the 10- 
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pennens limit, but would contain a proviso to the effect that if the 
ank’s files or the knowledge of its officers of the financial condition of 
each maker of such obligations is reasonably adequate, and if certifica- 
tion is made by a designated officer that the responsibility of each such 
maker has been evaluated and the bank is relying primarily upon him 
for the payment of such obligations, the limitations of the section as 
to the saleptiens of each such maker shall be the sole applicable loan 
limitation. Such certification is required to be in writing and must 
be retained as part of the records of the bank until payment in full. 
Under this proviso, obligations with respect to which the responsibility 
of the makers have been evaluated need not be included in the dealer’s 
a of credit for purposes of the applicability of the loan limitation 
to him, 

This exception is designed to apply to the financing by national 
banks of dealers in automobiles and other types of goods commonly 
sold to consumers on terms involving installment payments. The 
obligations received by such dealers from the purchasers of the com- 
modities sold by them, are in most cases discounted by them with 
banks and other lenders. Frequently, they are endorsed with recourse 
by the dealer or are guaranteed by the dealer under a separate guaran- 
tee agreement. Such paper can reach sizable proportions in the case 
of a single dealer. This type of paper now comes within exception 2 
to section 5200, Revised Statutes and thus can be purchased by na- 
tional banks in unlimited amounts if negotiable in form and endorsed 
with recourse. If nonnegotiable in form, usually conditional sales 
contracts, the purchase of such paper by national banks is limited to 
10 percent of capital and surplus. 

At the time exception 2 was enacted, there was very little financing 
of consumer installment purchases by banks and that exception was 
not originally designed for such financing although in terms it is 
applicable thereto. Consumer installment financing has grown to 
such an extent that it should no longer come within the purview of 
exception 2, but there should be enacted an entirely new exception 
applicable exclusively to such financing. Furthermore, national banks 
should not be permitted to purchase such paper in unlimited quantities 
as they may do now under exception 2, and one of the purposes 
of the new exception 13 is to put a limit of 25 percent of capital and 
surplus on the purchase of such paper by national banks where the 
bank is relying primarily on the dealer. As indicated above, an 
exception is provided for cases where the bank has actually evaluated 
the responsibility of the makers of such obligations and is placing 
primary reliance upon them. It is the view of the committee that 
with this exception the 25 percent limitation should be adequate to 
permit national banks to serve their customers while at the same 
time keeping this type of financing within reasonable bounds. 

Another purpose of the amendment is to eliminate the distinction 
between negotiable and nonnegotiable paper for the purposes of this 
exception and thus to permit the 25 percent limit to apply to non- 
negotiable paper assigned to the bank with recourse or guaranteed 
by the dealer as well as to negotiable paper endorsed with recourse. 
We recognize that the requirement of negotiability provides safeguards 
for the banks, primarily freedom from defenses, not available in the 
case of nonnegotiable paper. At the same time, nonnegotiable con- 
ditional sales contracts provide greater protection and ease of repos- 
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session than chattel mortgages. As this form of obligation has become 
more widely used, the advantages of negotiability have diminished 
and banks are at least as well and perhaps better protected now if 
they hold conditional sales contracts than if they hold negotiable 
notes. Furthermore, there has been a trend in recent years for the 
various States to protect consumers by adopting retail installment 
sales acts which specify the form which obligations covering consumer 
installment purchases shall take. The form prescribed is almost 
always nonnegotiable, and in at least some of these States the law 
prevents the seller of goods from taking a negotiable note in addition 
to the form of obligation prescribed by statute. In these States banks 
engaged in this type of financing must take nonnegotiable paper. 

With respect to cases in which a bank is taking obligations of a 
single dealer in excess of 25 percent of its capital and surplus in 
reliance upon a certification that the responsibility of the makers has 
been evaluated, it will be the duty of national bank examiners to 
ascertain that the bank’s files or the knowledge of its officers of the 
financial condition of each maker is reasonably adequate, and in the 
event this could not be demonstrated to the satisfaction of the bank 
examiner the obligation of the dealer will be treated as being excessive 
and required by the Comptroller to be brought within the 25 percent 
limit. 

REAL ESTATE LOANS 


Section 4 of H.R. 8160 would make five changes in section 24 of the 
Federal Reserve Act. Section 24 provides that national banks may 
make loans secured by real estate and it prescribes limitations and 
restrictions on such loans. It would be changed by (1) permitting 
loans on leaseholds which have at least 10 years to run beyond the 
maturity date of the loan; (2) permitting real estate loans to be 
made by national banks in an amount not to exceed 75 percent of the 
appraised value of the real estate for a term not longer than 20 years 
if the loan is fully amortized; (3) excepting from the limitations and 
restrictions loans fully guaranteed or insured by a State or by a State 
authority for the payment of the obligations of which the faith and 
credit of the State is pledged; (4) permitting loans to be made by 
national banks to finance the construction of industrial or commercial 
buildings for periods of not more than 18 months where there is a 
takeout commitment, without being considered real estate loans, and 
increasing the aggregate limitation on construction loans to 100 percent 
of capital and surplus; and (5) permitting working capital loans to be 
made to manufacturing or industrial businesses “without being con- 
sidered to be real estate loans. 


LEASEHOLD LOANS 


Under existing law national banks may make loans secured by 
leaseholds under a lease for not less than 99 years which is renewable 
or under a lease having a period of not less than 50 years to run from 
the date the loan is made or acquired by the national bank. The 
Comptroller of the Currency testified that these restrictions are 
unrealistic and that the present provision of law has been of little use 
either to national banks or prospective borrowers. The restrictions 
on this type of loan can be liberalized without danger to the banks and 
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with improvement in the flexibility of their operations in this class 
of loan. The amendment would provide that loans may be made by 
national banks secured by a leasehold under a lease which does not 
expire for at least 10 years beyond the maturity date of the loan. 


PERCENTAGE OF APPRAISED VALUE OF REAL ESTATE SECURITY WHICH 
MAY BE LOANED BY NATIONAL BANKS 


Under existing law national banks may make loans not exceeding 
50 percent of the appraised value of the real estate offered as security 
and for a term not longer than 5 years, except that (1) any such loan 
may be made in an amount not to exceed 66% percent of appraised 
value and for a term not longer than 10 years if the loan is amortized 
and the installment payments are sufficient to amortize 40 percent or 
more of the principal of the loan within a period of not more than 10 
years, and (2) any such loan may be made in an amount not to exceed 
66% percent of the appraised value and for a term not longer than 20 
years if the loan is amortized and the installment payments are 
sufficient to amortize the entire principal of the loan within a period 
of not more than 20 years. The bill would add a provision to the 
effect that any such loan may be made in an amount not to exceed 75 
percent of the appraised value of the real estate and for a term not 
longer than 20 years if the loan is fully amortized so that the periodic 
installments will be sufficient to pay it in full by its maturity. 

It is believed that national banks should be permitted to lend 75 
percent of the appraised value of real estate on fully amortized loans. 
In connection with his testimony the Comptroller of the Currency 
supplied to the committee a table showing the State statutory lending 
limitations on real estate loans made by State banks. This table 
discloses that 18 States provide no statutory limitation on the per- 
centage of appraised value which may be loaned on real estate security 
and that other States provide statutory limitations ranging up to 90 
percent. It is the view of the committee that 75-percent loans may 
be made by national banks with reasonable safety, but it is the in- 
tention of the committee that the 75-percent limitation shall apply 
only in the case of fully amortized loans where there is no provision 
for a so-called balloon payment at the time of maturity. 


LOANS GUARANTEED OR INSURED BY A STATE OR BY A STATE 
AUTHORITY 


The third change which would be made by section 4 of the bill 
would be to provide that the limitations and restrictions relating to 
the percentage of appraised value which may be loaned and the dura- 
tion of the loan shall not apply to loans which are fully guaranteed or 
insured by a State, or by a State authority for the payment of the 
obligations of which the faith and credit of the State is pledged, if 
under the terms of the guarantee or insurance agreement the bank 
will be assured of repayment in accordance with the terms of the 
loan. The purpose of this amendment is to permit national banks 
to make or to participate in loans such as those guaranteed by the 
Maine Industrial Building Authority created for the purpose of pro- 
moting industrial development in the State of Maine. This authority 
may guarantee loans made for as much as 90 percent of appraised 
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value and for terms of up to 25 years. However, under the legislation 
creating the authority its obligations are backed by the credit of the 
State of Maine so that loans insured by it are in effect backed by the 
credit of the State. Under these circumstances there would appear 
to be no reason why national banks should not be permitted to make 
or participate in loans which the authority insures or guarantees. 

Testimony was received during the hearings on this legislation indi- 
cating that this change in law will greatly assist the State of Maine in 
accelerating its economic development. It should also benefit the 
State of Rhode Island, which has adopted a similar industrial loan 
program, and other States which have indicated an interest in doing 
so. The Comptroller of the Currency testified that such loans may 
be made with safety by national banks. 


LOANS TO FINANCE THE CONSTRUCTION OF INDUSTRIAL OR 
COMMERCIAL BUILDINGS 


Section 4(c) of H.R. 8160 would authorize national banks to finance 
the construction of industrial or commercial buildings through loans 
having maturities not to exceed 18 months where there is a valid and 
binding agreement entered into by a financially responsible lender to 
advance the full amount of the bank’s loan upon the completion of 
the buildings. Under the bill, such loans would not be regarded as 
real estate loans, but would be classed as ordinary commercial loans. 
The existing law provides that national banks may make loans to 
finance the construction of residential or farm buildings and having 
maturities of not to exceed 9 months without such loans being c lassed 
as real estate loans, and this provision would remain unchanged. 
However, under existing law there is an aggregate limitation on such 
construction loans of 50 percent of capital stock plus 50 percent of 
surplus. In view of the increased authority contained in this section 
this limitation would be changed to 100 percent of capital and 100 
percent of surplus. 

National banks may not now make loans to finance the construction 
of industrial or commercial buildings where real estate security is 
involved without complying with all the limitations and restrictions 
of section 24 of the Federal Reserve Act, including the restriction 
that they may not advance more than two-thirds of the appraised 
value of the property. It is common practice in the construction 
of industrial or commercial buildings to have an arrangement under 
which a permanent investor will agree to make a loan upon the 
building after its completion, but interim bank financing is needed 
during the construction period. In the usual case more than two- 
thirds of the construction costs are advanced and therefore national 
banks in many cases are precluded from participating in such loans. 
In cases where there is a binding agreement on the part of a perma- 
nent investor to take over the loan at the completion of the building, 
banks as a general rule advance the construction funds in reliance 
upon the takeout commitment rather than the underlying real estate 
security. Under these circumstances the reasons for the limitations 
and restrictions on real estate loans are not applicable and such 
loans should be classed as ordinary commercial loans rather than 
‘Teal estate loans. 
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Enactment of this legislation will permit national banks to make safe 
and desirable loans of this type which they may not now make, and 
will eliminate a competitive disadvantage which they now have 
vis-a-vis State banks in many States. 


WORKING CAPITAL LOANS 


Section 4(d) of H.R. 8160 would permit national banks to make 
working capital loans to manufacturing or industrial enterprises se- 
cured by liens on the physical properties of the enterprise, including 
plant real estate, without such loans being regarded as real estate 
loans, where the banks look for repayment out of the operations of the 
borrowers’ businesses, relying primarily on their general credit stand- 
ings and forecasts of operations. 

Manufacturing and industrial companies regularly borrow money 
for working capital purposes from national banks. Added protection 
may be given the bank if it can take a mortgage on the plant of the 
borrower without having to comply with the requirements for a loan 
based on the real estate value. 

The working capital loans are normally made to cover normal 
working capital purposes and are repaid from the earnings from opera- 
tions in producing and manufacturing goods and the flow of funds 
from the turnover of liquidation of inventories and receivables. 

These are in reality commercial loans and represent ordinary busi- 
ness financing. Such loans are not in fact based upon the value of 
the real estate. In the event a bank had to foreclose on the property 
it would be faced with the problem of trying to find another manu- 
facturer to operate the plant, and if it could not do so the plant would 
have only salvage value. [Loans of this type should not be treated as 
real estate loans subject to section 24 of the Federal Reserve Act. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
Jaw in which no change is proposed is shown in roman); 


REVISED STATUTES 


Sec. 326. The Comptroller of the Currency shall, within fifteen 
days from the time of notice of his appointment, take and subscribe 
the oath of office; and he shall give to the United States a bond in the 
penalty of [one hundred thousand dollars] $250,000, with not less 
than two responsible sureties, to be approved by the Secretary of the 
ASpeetey conditioned for the faithful discharge of the duties of his 
office. 

[Sec. 327. There shall be in the Bureau of the Comptroller of the 
Currency a Deputy Comptroller of the Currency, to be appointed by 
the Secretary, who shall possess the power and perform the duties 
attached by law to the office of Comptroller during a vacancy in the 
office or during the absence or inability of the Comptroller. The 
Deputy Comptroller shall also take the oath of office prescribed by 
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the Constitution and laws of the United States, and shall give a like 
bond in the penalty of fifty thousand dollars.] 

Sec. 327. The Secretary of the Treasury shail appoint no more than 
four Deputy Comptrollers of the Currency, one of whom shall be desig- 
nated First Deputy Comptroller of the Currency, and shall fix their 
salaries. Each Deputy Comptroller shall take the oath of office and give 
the United States a surety bond in the penalty of $100,000, to be approved 
by the Secretary of the Treasury, conditioned for the faithful discharge of 
the duties of his office, and shall perform such duties as the Comptroller 
shall direct. During a vacancy in the office or during the absence or dis- 
ability of the Comptroller, each Depuiy Comptroller shall possess the 
power and perform the duties attached by law to the office of the Comp- 
troller under such order of succession following the First Deputy Comp- 
troller as the Comptroller shall direc’. 


+ * * . * * * 


Sec. 5200. The total obligations to any national banking associa- 
tion of any person, copartnership, association, or corporation shall at 
no time exceed 10 per centum of the amount of the capital stock of 
such association actually paid in and unimpaired and 10 per centum 
of its unimpaired surplus fund. The term “obligations” shall mean 
the direct liability of the maker or acceptor of paper discounted with 
or sold to such association and the liability of the endorser, drawer, 
or guarantor who obtains a loan from or discounts paper with or sells 
paper under his guaranty to such association and shall include in the 
case of obligations of a covartnership or association the obligations 
of the several members thereof and shall include in the case of obliga- 
tions of a corporation all obligations of all subsidiaries thereof in 
which such corporation owns or controls a majority interest. Such 
limitation of 10 per centum shall be subject to the following exceptions: 

(1) Obligations in the form of drafts or bills of exchange drawn in 
good faith against actually existing values shall not be subject under 
this section to any limitation based upon such capital and surplus. 

(2) Obligations arising out of the discount of commercial or busi- 
ness paper actually owned by the person, copartnership, association, 
or corporation negotiating the same shall not be subject under this 
section to any limitation based upon such capital and surplus. 

(3) Obligations drawn in good faith against actually existing values 
und secured by goods or commodities in process of shipment shall not 
be subject under this section to any limitation based upon such capital 
and surplus. 

(4) Obligations as indorser or guarantor of notes, other than com- 
mercial or business paper excepted under (2) hereof, having a maturity 
of not more than six months, and owned by the person, corporation, 
association, or copartnership indorsing and negotiating the same, shall 
be subject under this section to a limitation of 15 per centum of such 
capital ‘and surplus in addition to such 10 per centum of such capital 
and surplus. 

(5) Obligations in the form of bankers acceptances of other banks 
of the kind described in section 13 of the Federal Reserve Act shall 
not be subject under this section to any limitation based upon such 
capital and surplus. 

(6) Obligations of any person, copartnership, association or cor- 
poration, in the form of notes or drafts secured by shipping documents, 
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warehouse receipts or other such documents transferring or securing 
title covering readily marketable nonperishable staples when such 
property is fully covered by insurance, if it is customary to insure 
such staples, shall be subject under this section to a limitation of 
15 per centum of such capital and surplus in addition to such 10 per 
centum of such capital aid surplus when the market value of such 
staples securing such obligation is not at any time less than 115 per 
centum of the face amount of such obligation, and to an additional 
increase of limitation of 5 per centum of such capital and surplus in 
addition to such 25 per centum of such capital and surplus when the 
market value of such staples securing such additional obligations is not 
at any time less than 120 per centum of the face amount of such addi- 
tional obligation, and to a further additional increase of limitation of 
5 per centum of such capital and surplus in addition to such 30 per 
centum of such capital and surplus when the market value of such 
staples securing such additional obligation is not at any time less than 
125 per centum of the face amount of such additional obligation, and 
to a further additional increase of limitation of 5 per centum of such 
capital and surplus in addition to such 35 per centum of such capital 
and surplus when the market value of such staples securing such addi- 
tional obligation is not at any time less than 130 per centum of the 
face amount of such additiona! obligation, and to a further additional 
increase of limitation of 5 per centum of such capital and surplus in 
addition to such 40 per centum of such capital and surplus when the 
market value of such staples securing such additional obligation is 
not at any time less than 135 per centum of the face amount of such 
additional obligation, and to a further additional increase of limita- 
tion of 5 per centum of such capital and surplus in addition to such 45 
per centum of such capital and surplus when the market value of 
such staples securing such additional obligation is not at any time 
less than 140 per centum of the face amount of such additional obli- 
gation, but this exception shall not apply to obligations of any one 
person, copartnership, association or corporation arising from the 
same transactions and/or secured [upon] dy the identical staples for 
more than ten months. Obligations of any person, copartnership, asso- 
ciation, or corporation in the form of notes or drafts secured by shipping 
documents, warehouse receipts, or other such documents transferring or 
securing title covering refrigerated or frozen readily marketable staples 
when such property is fully covered by insurance, shall be subject under 
this section to a limitation of 15 per centum of such capital and surplus 
in addition to such 10 per centum of such capital and surplus when the 
market value of such staples securing such obligation is not at any time 
less than 115 per centum of the face amount of such additional obligation, 
but this exception shall not apply to obligations of any one person, co- 
partnership, association, or corporation arising from the same trans- 
actions and/or secured by the identical staples for more than six months. 

(7) Obligations of any person, copartnership, association, or cor- 
poration in the form of notes or drafts secured by shipping documents 
or instruments transferring or securing title covering Jivestock or 
giving a lien on livestock when the market value of the livestock 
securing the obligation is not at any time less than 115 per centum 
of the face amount of the notes covered by such documents shall be 
subject under this section to a limitation of 15 per centum of such 
capital and surplus in addition to such 10 per centum of such capital 
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and surplus. Obligations arising out of the discount by dealers in dairy 
cattle of paper given in payment for dairy cattle, which bear a full recourse 
endorsement or unconditional guarantee of the seller and are secured by 
the cattle being sold, shall be subject under this section to a limitation of 
15 per centum of such capital and surplus in addition to such 10 per 
centum of such capital and surplus. 

(8) Obligations of any person, copartnership, association, or cor- 
poration [in the form of notes] secured by not less than a like amount 
of bonds or notes of the United States issued since April 24, 1917, or 
certificates of indebtedness of the United States, Treasury bills of the 
United States, or obligations fully guaranteed both as to principal and 
interest by the United States, shall (except to the extent permitted by 
rules and regulations prescribed by the Comptroller of the Currency, 
with the approval of the Secretary of the Treasury) be subject under 
this section to a limitation of 15 per centum of such capital and sur- 
plus in addition to such 10 per centum of such capital and surplus. 

(9) Obligations representing loans to any national banking asso- 
ciation or to any banking institution organized under the laws of any 
State, or to any receiver, conservator, or superintendent of banks, or 
to any other agent, in charge of the business and property of any such 
association or banking institution, when such loans are approved by 
the Comptroller of the Currency, shall not be subject under this sec- 
tion to any limitation based upon such capital and surplus. 

(10) Obligations shall not be subject under this section to an 
limitation based upon such capital and surplus to the extent that such 
obligations are secured or covered by guaranties, or by commitments 
or agreements to take over or to purchase, made by any Federal Reserve 
bank or by the United States or any department, bureau, board, com- 
mission, or establishment of the United States, including any corpo- 
ration wholly owned directly or indirectly by the United States: Pro- 
vided, That such guaranties, agreements, or commitments are uncon- 
ditional and must be performed by payment of cash or its equivalent 
within sixty days after demand. The Comptroller of the Currency is 
hereby coilenaad to define the terms herein used if and when he may 
deem it necessary. 

(11) Obligations of a local public agency (as defined in section 
110(h) of the Housing Act of 1949) or of a public housing agency 
(as defined in the United States Housing Act of 1937, as amended) 
which have a maturity of not more than eighteen months shall not be 
subject under this section to any limitation, if such obligations are 
secured by an agreement between the obligor agency and the Housing 
and Home Finance Administrator or the Public Housing Administra- 
tion in which the agency agrees to borrow from the Administrator or 
Administration, and the Administrator or Administration agrees to 
lend to the agency, prior to the maturity of such obligations, monies in 
an amount which (together with any other monies irrevocably com- 
mitted to the payment of interest on such obligations) will suffice to 
pay the principal of such obligations with interest to maturity, which 
monies under the terms of said agreement are required to be used for 
that purpose. 
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(12) Obligations insured by the Secretary of Agriculture pursuant 
to the Bankhead-Jones Farm Tenant Act, as amended, or the Act of 
August 28, 1937, as amended (relating to the conservation of water 
resources), shall be subject under this section to a limitation of 15 per 
centum of such capital and surplus in addition to such 10 per centum 
of such capital and surplus. 

(18) Obligations as endorser or guarantor of negotiable or nonnegotiable 
installment consumer paper which carries a full recourse endorsement or 
unconditional guarantee by the person, copartnership, association, or 
corporation transferring the same, shall be subject under this section to a 
limitation of 15 per centum of such capital and surplus in addition to 
such 10 per centum of such capital and surplus: Provided, however, That 
if the bank’s files or the knowledge of its officers of the financial condition 
of each maker of such obligations is reasonably adequate, and upon certi- 
fication by an officer of the bank designated for that purpose by the board 
of directors of the bank, that the responsibility of each maker of such 
obligations has been evaluated and the bank is relying primarily upon 
each such maker for the payment of such obligations, the limitations of 
this section as to the obligations of each such maker shall be the sole 
applicable loan limitation: Provided further, That such certification shall 
be in writing and shall be retained as part of the records of such bank. 

* * x * * * + 


Src. 5202. No national banking association shall at any time be 
indebted, or in any way liable, to an amount exceeding the amount of 
its capital stock at such time actually paid in and remaining undi- 
minished by losses or otherwise, plus 50 per centum of the amount if tts 
unimpared surplus funds, except on account of demands of the nature 
following: 

First. Notes of circulation. 

Second. Moneys deposited with or collected by the association. 

Third. Bills of exchange or drafts drawn against money actually 
on deposit to the credit of the association, or due thereto. 

Fourth. Liabilities to the stockholders of the association for divi- 
dends and reserve profits. 

Fifth, Liabilities incurred under the provisions of the Federal 
Reserve Act. 

Sixth. Liabilities incurred under the provisions of the Reconstruc- 
tion Finance Corporation Act. 

Seventh. Liabilities created by the endorsement of accepted bills of 
exchange payable abroad actually owned by the endorsing bank and 
Locomatt at home or abroad. 

Eighth. Liabilities incurred under the provisions of section 202 of 
Title II of the Federal Farm Loan Act, approved July 17, 1916, as 
amended by the Agricultural Credits Act of 1923. 

Ninth. Liabilities incurred on account of loans made with the 
express approval of the Comptroller of the Currency under paragraph 
(9) of section 5200 of the Revised Statutes, as amended. 

Tenth. Liabilities incurred under the provisions of section 13b of 
the Federal Reserve Act. 
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FIRST PARAGRAPH UNDER HEADING “TREASURY 
DEPARTMENT’? AND UNDER SUBHEADING “OFFICE 
OF THE COMPTROLLER OF THE CURRENCY’’ OF THE 
ACT OF MARCH 4, 1909 


OFFICE OF THE COMPTROLLER OF THE CurRENCY: [For Comptroller 
of the Currency, five thousand dollars; Deputy Comptroller, three 
thousand five hundred dollars; Deputy Comptroller, three thousand 
dollars, who shall be appointed by the Secretary of the Treasury, 
and shall possess the power and perform the duties attached by law 
to the office of Comptroller during a vacancy in the office of Comp- 
troller and Deputy Comptroller or during the absence or inability of 
the Comptroller and the Deputy Comptroller, and said Assistant 
Deputy Ciscnesteiien shall give a like bond in the penalty of fifty 
thousand dollars; chief clerk, two thousand five hundred dollars: chief 
of division, two thousand five hundred dollars; two chiefs of division, 
at two thousand two hundred dollars each; bookkeeper, two thou- 
sand dollars; assistant bookkeeper, two thousand dollars; eight clerks 
of class four; additional to bond clerk, two hundred dollars; stenog- 
rapher, one thousand six hundred dollars; thirteen clerks of class 
three; thirteen clerks of class two; thirteen clerks of class one; thir- 
teen clerks, at one thousand dollars each; thirteen clerks, at nine 
hundred dollars each; three counters, at seven hundred dollars each; 
one messenger; four assistant messengers; three laborers; and two 
messenger boys, at three hundred and sixty dollars each; in all, one 
hundred and twenty-eight thousand nine hundred and twenty dollars. ] 


SECTION 209(b) OF THE ACT OF MARCH 4, 1923 


Src. 209. (a) * * * 

(b) [In addition to the two Deputy Comptrollers of the Currency 
now provided for by law, there shall be in the Bureau of the Comp- 
troller of the Currency a third Deputy Comptroller of the Currency 
who shall be appointed in the same manner and shall take a like 
oath of office and give a like bond as the Deputy Comptrollers now 
provided for by law. Under the direction of the Comptroller of the 
Currency, such additional Deputy Comptroller shall have charge of 
the administration of the provisions of this title relating to the organi- 
zation and operation of National Agricultural Credit Corporations 
and shall perform such other duties as shall be assigned to him by 
the Comptroller of the Currency.J The Comptroller of the Cur- 
rency is ‘hereby authorized to employ such additional examiners, 
clerks, and other employees as he deems necessary to carry out the 
provisions of this title and to assign to duty in the office of his 
bureau in Washington such examiners and assistant examiners as he 
shall deem necessary to assist in the performance of the work of 
that bureau. Thesalaries of the Deputy Comptrollers of the Currency 
and of such additional examiners, assistant examiners, clerks, and other 
employees shall be fixed in advance by the Comptroller of the Cur- 
rency. The salaries of [the two Deputy Comptrollers now provided 
for by law] the Deputy Compitrollers and of all national bank examiners 
and assistant examiners assigned to duty in the office of the bureau 
in Washington in connection with the supervision of national banks 
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shall be considered part of the expenses of the examinations provided 
for by section 5240 of the Revised Statutes, as amended[[; and the 
salaries of such additional Deputy Comptroller and of all examiners, 
assistant examiners, clerks, and other employees appointed under 
the terms of this title and assigned to duty in connection with the 
administration of this title shall be considered part of the expenses 
of the administration of this title: Provided, however, That the salary 
of the additional Deputy Comptroller provided for by this sub- 
division shall be considered partly an expense of the administration 
of this title’in proportions to be determined from time to time by 
the Comptroller of the Currency with a view to a fair apportionment 
of such expense, until such time as it shall be necessary for such addi- 
tional Deputy Comptroller to give his full time to the administration 
of this title] The Comptroller of the Currency shall have power to 
levy semi-annually upon the National Agricultural Credit Corpora- 
tions operating under the provisions of this title, in proportion to their 
total assets, an assessment sufficient to pay the expenses of the admin- 
istration of this title for the ensuing half year, together with any 
deficit carried forward from the preceding half year. Each such cor- 
poration shall pay the amount so assessed against it to the Treasurer 
of the United States subject to the order of the Comptroller of the 
Currency to be disbursed by the Comptroller in payment of expenses 
incurred in the administration of this title. 








SECTION 24 OF THE FEDERAL RESERVE ACT 


Src. 24. Any national banking association may make real-estate 
loans secured by first liens upon improved real estate, including im- 
proved farm land and improved business and residential properties. 
A loan secured by real estate within the meaning of this section shall 
be in the form of an obligation or obligations secured by a mortgage. 
trust deed, or other instrument upon real estate, which shall constitute 
a first lien on real estate in fee simple or, under such rules and regula- 
tions as may be prescribed by the Comptroller of the Currency, on a 
leasehold [(1) under a lease for not less than ninety-nine years which 
is renewable or (2) under a lease having a period of not less than fifty 
vears to run from the date the loan is made or acquired by the national 
banking association] under a lease which does not expire for at least 10 
years beyond the maturity date of the loan, and any national banking 
association may purchase anv obligation so secured when the entire 
amount of such obligation is sold to the association. The amount of 
any such loan hereafter made shall not exceed 50 per centum of the 
appraised value of the real estate offered as security and no such loan 
shall be made for a longer term than five years; except that (1) any such 
loan may be made in an amount not to exceed 66% per centum of the 
appraised value of the real estate offered as security and for a term not 
longer than ten vears if the loan is secured by an amortized mortgage, 
deed of trust, or other such instrument under the terms of which the 
installment payments are sufficient to amortize 40 per centum or more 
of the principal of the loan within a period of not more than ten years, 
and (2) any such loan may be made in an amount not to exceed 66% 
per centum of the appraised value of the real estate offered as security 
and for a term not longer than twenty years if the loan is secured by an 
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amortized mortgage, deed of trust, or other such instrument under the 
terms of which the installment payments are sufficient to amortize the 
entire principal of the loan within a period of not more than twenty 
years, and (3) any such loan may be made in an amount not to exceed 
75 per centum of the appraised value of the real estate offered as security 
a for a term not longer than 20 years if the loan ws secured by an 
amortized mortgage, deed of trust, or other such instrument under the 
terms of which the installment payments are sufficient to amortize the 
entire principal of the loan within the period ending on the date of its 
maturity, and (4) the foregoing limitations and restrictions shall not 
prevent the renewal or extension of loans heretofore made and shall not 
apply to real estate loans which are insured under the provisions of 
title II, title VI, title VIII, section 8 of title I, or title IX of the 
National Housing Act or which are insured by the Secretary of Agri- 
culture pursuant to title I of the Bankhead-Jones Farm Tenant Act, 
or the Act entitled ‘‘ ‘An Act to promote conservation in the arid and 
semiarid areas of the United States by aiding in the development of 
facilities for water storage and utilization, and for other purposes’,”’ 
approved August 28, 1937, as amended, and shall not apply to real 
estate loans which are fully guaranteed or insured by a State, or by a 
State authority for the payment of the obligations of which the faith and 
credit of the State is pledged, if under the terms of the guaranty or insur- 
ance agreement the assocvation will be assured of repayment in accordance 
with the terms of the loan. No such association shall make such loans in 
an aggregate sum in excess of the amount of the capital stock of such 
association paid in and unimpaired plus the amount of its unimpaired 
surplus toad, or in excess of 60 per centum of the amount of its time and 
savings deposits, whichever is the greater. Any such association may 
continue hereafter as heretofore to receive time and savings deposits 
and to pay interest on the same, but the rate of interest which such 
association may pay upon such time deposits or upon savings or other 
deposits shall not exceed the maximum rate authorized by law to be 
paid upon such deposits by State banks or trust companies organized 
under the laws of the State in which such association is located. 

Any national banking association may make real estate loans secured 
by first liens upon forest tracts which are properly managed in all 
respects. Such loans shall be in the form of an obligation or obli- 
gations secured by mortgage, trust deed, or other such instrument; and 
any national banking association may purchase any obligation so 
secured when the entire amount of such obligation is sold to the asso- 
ciation. The amount of any such loan shall not exceed 40 per centum 
of the appraised value of the economically marketable timber offered 
as security and the loan shall be made upon such terms and condi- 
tions as to assure that at no time shall the loan balance exceed 40 per 
centum of the original appraised value of the economically market- 
able timber then remaining. No such loan shall be made for a longer 
term than two years; except that any such loan may be made for 
a term not longer than ten years if the loan is secured by an amortized 
mortgage, deed of trust, or other such instrument under the terms 
of which the installment payments are sufficient to amortize the prin- 
cipal of the loan within a period of not more than ten years and at 
a rate of at least 10 per centum per annum. All such loans secured 
by first liens upon forest tracts shall be included in the permissible 
aggregate of all real estate loans prescribed in the preceding para- 
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graph, but no national banking association shall make forest-tract 
loans in an aggregate sum in excess of 50 per centum of its capital 
stock paid in and unimpaired plus 50 per centum of its unimpaired 
surplus fund. 

[Loans made to finance the construction of residential or farm build- 
ings and having maturities of not to exceed nine months, whether or 
not secured by a mortgage or similar lien on the real estate upon which 
the residential or farm building is being constructed, shall not be con- 
sidered as loans secured by real estate within the meaning of this 
section but shall be classed as ordinary commercial loans: Provided, 
That no national banking association shall invest in, or be liable 
on, any such loans in an aggregate amount in excess of 50 per centum 
of its actually paid-in and unimpaired capital. Notes representing 
such loans shall be eligible for discount as commercial paper within 
the terms of the second paragraph of section 13 of the Federal Reserve 
Act, as amended, if accompanied by a valid and binding agreement 
to advance the full amount of the loan upon the completion of the 
building entered into by an individual, partnership, association, or 
corporation acceptable to the discounting bank.] 

Loans made to finance the construction of industrial or commercial 
buildings and having maturities of not to exceed eighteen months where 
there is a valid and binding agreement entered into by a financially 
responsible lender to advance the full amount of the bank’s loan upon the 
completion of the buildings and loans made to finance the construction of 
residential or farm buildings and having maturities of not to exceed nine 
months, shall not be considered as loans secured by real estate within the 
meaning of this section but shall be classed as ordinary commercial loans 
whether or not secured by a mortgage or similar lien on the real estate 
upon which the building or buildings are being constructed: Provided. 
That no national banking association shall invest in, or be liable on, any 
such loans in an aggregate amount in excess of 100 per centum of its 
actually paid-in and unimpaired capital plus 100 per centum of its 
unimpaired surplus fund. Notes representing loans made under this 
section to finance the construction of residential or farm buildings and 
having maturities of not to exceed nine months shall be eligible for discount 
as commercial paper within the terms of the second paragraph of section 18 
of this Act if accompanied by a valid and binding agreement to advance 
the full amount of the loan upon the completion of the building entered 
into by an individual, partnership, association, or corporation acceptable 
to the discounting bank. 

Loans made to established industrial or commercial businesses (a) 
which are in whole or in part discounted or purchased or loaned against 
as security by a Federal Reserve bank under the provisions of sec- 
tion 13b of this Act, (b) for any part of which a commitment shall 
have been made by a Federal Reserve bank under the provisions of 
said section, (c) in the making of which a Federal Reserve bank par- 
ticipates under the provisions of said section, or (d) in which the 
Reconstruction Finance Corporation or the Housing and Home 
Finance Administration or the Small Business Administration cooper- 
ates or purchases a participation under the provisions of the Recon- 
struction Finance Corporation Act, as amended, or of section 102 or 
102a of the Housing Act of 1948, as ‘amended, or of the Small Business 
Act of 1953, shall not be subject to the restrictions or limitations of 
this section upon loans secured by real estate. 
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Loans made to manufacturing and industrial businesses where the 
association looks for repayment out of the operations of the borrower’s 
business, relying primarily on the borrower’s general credit standing and 
forecast of operations, with or without other security, but wishes to take 
a mortgage on the borrower’s real estate as a precaution against contin- 
gencies, shall not be considered as real estate loans within the meaning of 
this section but shall be classed as ordinary commercial loans. 


O 








